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Abstract—This Study is to capture the experience overcome 
problems that could ruin the Bank "x" as the largest bank in 
Indonesia. In 2005, transformation of Bank “X” set up to 
anticipate corporate problem. Literature Review for this final 
project, refer to the strategy diamond and concept of Value 
Chain. The secondary data is chosen for Research 
methodology approach.Achieving the target, the Bank “X” 
have articulated following vision are : committed to building 
long-term relationships with world-class standards of service 
and innovative financial solution, seek to promote a culture of 
performance and teamwork which attracts the best personnel, 
and will actively contribute to Indonesia's long-term growth 
by working towards the success and growth of the customers. 
Recommendations are : Bank “X” focus on achieving growth 
of low cost deposit, in case of that has to develop wholesale 
transaction banking; Focus on High Yield business to 
generate profit; Synergies and alliances between Strategic 
Business Unit or Subsidiaries and full supported by support 
services unit; Diversified business by acquiring new line of 
business; and focus on ASEAN market. 
 
Keywords: Bank “X”, transformation, strategy diamond, 
value chain,   
 
I.  INTRODUCTION 
 
I.1. Banking Institution In Indonesia 
Banks are special and therefore must run business 
based on prudential principles.  The functions of banks 
in Indonesia are basically as financial intermediary that 
take deposits from surplus units and channel financing 
to deficit units. Bank  “X” in term of Bank Indonesia’s 
definition is classified as Pubicly State Owned Company 
operating by the Indonesian banking law as Commercial 
Bank and for the operational base both non-sharia and 
sharia principles.  
I.2. History of Bank “X” 
Bank “X” was formed on 2 October 1998, as part of 
the Government of Indonesia’s bank restructuring 
program. In July 1999, four state-owned banks–Bank A, 
Bank B, Bank C and Bank D – were amalgamated into 
Bank “X”. (Bank Mandiri, 2011a). 
Since its establishment, Bank “X”s performance has 
been on a continuously upward trajectory, as shown by 
an increase in profit from Rp 1.18 trillion in 2000 to Rp 
5.3 trillion in 2004. In 2003, Bank “X” achieved several 
important milestones in their on-going development, 
included the following : 
1. The privatization of Bank “X” through an Initial 
Public Offering (IPO) offered 20% (4 billion shares) 
of its total shareholdings, in Bank “X” with a 
nominal price of Rp 500/share and an offering price 
of Rp 675/share. Bank “X”s shares closed at Rp 850 
per share (up 25.9%) on the first trading day, with a 
total of 589,165,000 shares traded. 
2. Quasi-reorganization. based upon audited financial 
report as at 30 April 2003 and resulted in two 
primary benefits : 
•  offsetting the accumulated losses of Rp 161.9 
trillion against the share premium reserves without 
the necessity of undertaking a legal restructuring. 
• Enabling the bank to distribute dividends from 
retained earnings in accordance with recent 
regulations. 
In 2005, Bank “X” encountered a number of 
setbacks that resulted in a decline in profitability. One of 
these setbacks was a rise in non-performing loans (NPL) 
ratio 15.34% in 2005. This had a direct and dramatic 
impact on the bank's profit, which slumped by 80% to 
Rp 603 billion in 2005. In response, the bank's share 
price slid to Rp 1,110 in November 2005. 
To anticipate the situation especially for the Bank 
“X”s establishment and growth, The Management set 
the transformation of Bank “X”, that is classified as two 
stage : 
1.Transformation - Stage I. 
The year 2005 marked a turning point for Bank “X” 
when the Bank resolved to focus on becoming a 
Regional Champion Bank. In order to achieve its goal of 
becoming a Regional Champion Bank, Bank “X” 
conducted the Transformation Program in three phases, 
namely:  
• Phase One - "Back on Track" (2006-2007): 
restructuring and laying the foundations for Bank 
“X”s future growth;  
• Phase Two - "Outperform the Market" (2008-
2009): the expanding the Bank's business so as to 
ensure significant growth in all segments and a level 
of profitability;  
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• Phase Three - "Shaping the End Game" (2010): 
Bank “X” played an active role in bringing about the 
consolidation of the Indonesian banking sector.  
In line with the transformation of the Bank business, 
Bank “X” reformulation of its key values. Bank 
identified five core corporate cultural values (Trust, 
Integrity, Professionalism, Customer Focus and 
Excellence).  
Bank “X” has also significantly improved its level of 
quality in providing service to the Bank customers. For 
four consecutive years (2007, 2008, 2009 and 2010), has 
been named a service leader based on a Marketing 
Research Indonesia (MRI) survey. In addition, the 
Bank's achievements in instituting good corporate 
governance have also been widely recognized. 
Bank “X”s consistently improving performance has 
elicited a positive response from investors, as shown by 
a significant increase in the Bank's share Rp 6,500 at the 
end of 2010. Within a period of approximately five 
years, Bank Mandiri's market capitalization soared 
sixfold from only Rp 21.8 trillion to Rp 136.5 trillion. 
2. Transformation - Stage II 
Bank “X” is now embarked on the second stage of the 
Bank transformation process for the 2010-2014 period, 
continuing during which time the Bank has revitalized 
the vision "To be Indonesia's most admired and 
progressive financial institution". Based on this vision, 
by 2014 Bank “X” intends to achieve a market 
capitalization of Rp 225 trillion, a market revenue share 
of 16%, a ROA of around 2.5%, and an ROE of around 
25%, while at the same time maintaining asset quality as 
reflected in a gross NPL ratio of under 4%. By the end 
of 2014, Bank “X” is determined to have the biggest 
market capitalization in Indonesia and to be among the 
Top 5 banks in ASEAN, while by 2020 Bank “X” 
expects to be among the Top 3 in ASEAN in terms of 
market capitalization, and to be a major regional player. 
 
I. 3. Scope of business 
Scope business of Bank “X” is Banking business 
services activities which type of service is dominant 
multi specialist bank which coverage all kind of service 
delivered to the customer. Bank “X” operate business 
through the six Strategic Business Unit (SBU), which 
are described : 
1.  Corporate Banking. Provides banking products and 
services to the major private· and public-sector 
businesses. 
2. Commercial and Business Banking. to small and 
medium sized enterprises with gross annual sales of 
up to Rp 1 trillion and provincial and municipal 
customers.  
3. Institutional Banking. Services government 
institutions.  
4. Treasury, Financial Institutions and Special Asset 
Management. A variety of treasury products and 
capital markets services to financial institution 
customers, managing the Company's liquidity and its 
securities portfolio. Special Asset Management 
manages non-performing and written-off loans, the 
Company's abandoned properties and certain other 
assets. 
5.  Micro and Retail Banking. Focuses on 
microenterprises and salaried and wage-earning 
individuals, seeking business loans of up to Rp100 
million, deposit generating retail customers, also 
provides the Bank retail customers access to mutual 
funds, investment linked products, life insurance and 
retail brokerage services. 
6. Consumer Finance. a various consumer credit 
products, including mortgages, home equity loans, 
payroll loans, personal loans and credit cards.  
Six SBU mentioned before suppported by Corporate 
Center and Shared Service which consists of six 
directorate such as : 
1. Risk Management. Improving the management of and 
processes involved in business risk, applying risk 
management tools, integrating risk management and 
consolidating risk management with subsidiaries. 
2. Technology and Operation. Provide banking services 
24 hours x 7 days, a range of products and services 
to suit every customer segment, and security 
guarantees for every transaction. 
3. Compliance and Human Capital. to improve the 
productivity, engagement and competencies of 
Bank’s staff, and to provide added value to the 
company. 
4. Finance and Strategy. preparing of infrastructure and 
strategic monitoring initiatives so as to lay the 
foundations for the growth of Bank “X”s business in 
line with the Long Term Strategic plan. 
5. Internal Audit. ensure the achievement of all of the 
company’s objectives. Appropriate 
recommendations provide the yardsticks by which 
the added value provided by Internal Audit may be 
measured. 
6. Change Management Office. active role in the 
implementation of strategic initiatives areas: 
improving current business strategy, leading the new 
business development, supporting the Board of 
Directors in various strategic projects, and playing 
an active role as the catalyst in the development to 
cross directorate initiatives. 
I. 4. Subsidiaries 
Besides of Bank “X” Main organization consist of 
Strategic Business Units and Corporate Center and 
Shared Service, Bank “X” owned subsidiaries that have 
synergies and business alliances with SBU consist of : 
 
Table 1.1. List The Subsidiaries of PT Bank “X” (Persero) Tbk 
 
 
 
 
 
 
 
 
Source :Annual Report 2011; PT Bank “X” (Persero) Tbk. 
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I.5. Business Issue  
Bank “X” Transformation Program Started with 
Stage I in order to achieve its goal of becoming a 
Regional Champion Bank to Stage II which revitalized 
the vision To be Indonesia’s most admired and 
progressive financial institution. 
Key issues of this project is the solution for 
corporate strategy to maximize corporate values : 
1. To have the largest market capitalization in Indonesia  
2. To be No. 5 in ASEAN in 2014  
3. To be No. 3 in ASEAN in 2020. 
II. BUSINESS ISSUE EXPLORATION 
II.1. Literature Review 
II.1.1. Strategic management 
Strategic management process that will be exploring 
and applying you can see how vision, goals and 
objectives, internal and external analysis, and 
implementation levers can be used to help formulate and 
implement strategy.  
Good strategy formulation means refining the 
elements of the strategy. As result, a strategy designed 
to pursue this objective will consist of an integrated set 
of choices. These choices can be categorized as five 
related elements of strategy based on decisions that 
managers make regarding arenas, vehicles, 
differentiators, staging, and economic logic, as the 
strategy diamond. Strategy diamond provide:  
1. Arenas. Where will we be active? Arenas mean areas 
in which a firm will be active (products, services, 
distribution channels, market segments, geographic 
areas, technologies, and even stages of the value-
creation process). 
2. Vehicles. How will we get there? Vehicles are the 
means for participating in targeted arenas 
(acquisitions, alliances, and organic investment and 
growth). 
3. Differentiators. How will we win in the marketplace? 
A firm that understands why its customers regularly 
choose its products services over those of 
competitors has identified its differentiators. 
4. Staging and pacing. What will be our speed and 
sequence of moves? Staging refers to the timing and 
pace of strategic moves. Staging choices typically 
reflect available resources, including cash, human 
capital, and knowledge  
5. Economic logic. How will we obtain our returns? 
Economic logic refers to how the firm will earn a 
profit-that is, how the firm will generate positive 
returns over and above its cost of capital. 
II.1.2. Value Chain Analysis 
The Porter Value Chain is a methodology of 
separating a business system into a series of value 
generating activities that develop competitive 
advantage, and it can analysis describes the activities 
the organization performs and links them to the 
organizations competitive position. 
The idea of the value chain is based on the process 
view of organizations, the idea of seeing a 
manufacturing (or service) organization as a system, 
made up of subsystems each with inputs, 
transformation processes and outputs. Inputs, 
transformation processes, and outputs involve the 
acquisition and consumption of resources - money, 
labour, materials, equipment, buildings, land, 
administration and management. How value chain 
activities are carried out determines costs and affects 
profits. 
In developing the business model, we used several 
techniques such as  Strategy Diamond (Arenas, 
Vehicles, Differentiators, Staging, and Economic 
Logic) to identify the detail of Bank “X” strategy, 
Porter Value Chain’s Analysis to identify the factor or 
activities that affecting the strategy, build the Activity 
Map to identify the source for achieve the objectives, 
Elements of Business Model to identify what are value 
creation and value capture of the strategy, Value 
Proposition Alignment and Business Model Need 
Analysis to deliver Value Proposition and translate into 
business model for gaining competitive advantage. 
 
II.2. Regulatory Issue 
II.2.1. Indonesian Banking Architecture 
 The Indonesian Banking Architecture (Arsitektur 
Perbankan Indonesia / API) is a comprehensive basic 
framework for the Indonesian banking system (Bank 
Indonesia, 2012).  The policy direction for the future 
development of the banking industry set out in the API 
is based on the vision of building a sound, strong, and 
efficient banking industry in order to create financial 
system stability for promotion of national economic 
growth.  
Indonesian Banking Architecture consists of six 
pillars containing the following objectives : 
1. To establish a robust structure for the domestic 
banking system, capable of meeting the needs of the 
public and promoting sustainable economic 
development; 
2. To create an effective system for bank regulation and 
supervision in line with international standards; 
3. To build up a strong, highly competitive banking 
industry, resilient in the face of risks; 
4. To ensure good corporate governance for internal 
strengthening of the national banking industry; 
5. To provide a complete range of infrastructure to 
support the creation of a healthy banking industry;  
6. To empower and protect customers of banking crisis. 
 
II.2.2. Structural Reinforcement of The National 
Banking System Program 
The program for improvement of overall 
capitalization of commercial banks is expected to 
produce a more optimum structure for the banking 
Figure 2.1. Strategy Diamond 
Source : Carpenter & Sanders, (2009). 
Sardjono, Do and Wicaksono / The Indonesian Journal of Business Administration, Vol.1, No.4, 2012: 202-207 
205 
system within the next ten to fifteen years. This structure 
is envisaged as follows : 
1. Two or three banks as international banks, possessing 
the capacity and ability to operate with an 
international presence and having total capital 
exceeding Rp 50 trillion;  
2. 3 to 5 national banks, having a broad scope of 
business and operating nationwide with total capital 
of between Rp 10 trillion and Rp 50 trillion; 
3. 30 to 50 banks operating as focused players, operating 
in particular business segments according to the 
capability and competence of each bank.  These 
banks will have capital of Rp 100 billion up to Rp 10 
trillion; 
4. Rural banks (BPRs) and banks with limited scope of 
business, having capital of less than Rp 100 billion. 
II.2.3.  Single Presence Policy  
In 2006 Bank Indonesia enacted a regulation 
regarding Single Presence Policy in relation to Indonesia 
banks whereby a controlling shareholder in an 
Indonesian bank can hold a controlling stake in only 1 
(one) commercial Bank. A Controlling Shareholder is a 
legal entity and/or an individual and/or a business group 
which holds Bank shares amounting to 25% (twenty five 
percent) or more of shares issued by the Bank and owns 
voting rights or less than 25% (twenty five percent) of 
shares issued by the Bank and owns voting rights but 
has evidently exercised control on the Bank either 
directly or indirectly. 
Since the enactment of this Bank Indonesia 
Regulation those parties which have become Controlling 
Shareholders in more than 1 (one) Banks are required to 
adjust their ownership structure as follows : 
1. To transfer a part or the whole ownership on their 
shares in one or more Banks under their control to 
other party resulting that they only become a 
Controlling Shareholder in 1 (one) Bank; or 
2. To implement merger or consolidation on Banks 
under their control; or 
3. To establish a Bank Holding Company by : 
1. Establishing a new legal entity as the Bank 
Holding Company; or 
2. Assigning one of Banks under their control as the 
Bank Holding Company. 
  
 
II.3. Methodology 
The secondary data is chosen for Research 
methodology approach. The secondary data is gathered 
by collecting data from :  Annual Report, Company 
Profile, Internal Newsletter, Message from CEO. 
Research question is how the bank "X" strategy to 
implement the transformation from phase I already 
completed and phase II still in progress to achieve the 
vision. 
Research objective of this study is to r eview of the 
concept of corporate strategy of the Bank "X" after the 
company set a transformation process that has been 
through are successful stage I and stage II now going 
through. Based on the now strategy has been 
implemented, be evaluated whether there are need to be 
completed. 
 
III. BUSINESS SOLUTION 
 
III. 1. Corporate Strategy 
Bank “X”s business goal for the next five years is to 
accelerate market penetration so as to become the 
leading player in the wholesale transaction banking, 
retail deposit and payment, and retail financing 
segments.  
Bank “X” future growth strategy will focus on three 
(3) key areas as follows : 
1. Strengthening leadership in the business of 
Wholesale Transaction Banking, offering 
comprehensive solutions to the financial 
transactions and building holistic relationships to 
serve the Corporate & Commercial institutions in 
Indonesia. 
2. Becoming the customer choice for Retail 
Deposits, will provide services with unique 
banking experiences for its customers and to 
provide innovative solutions for banking 
transactions. 
3. Achieving top leader position in the retail 
financing, expected to win the competition in the 
mortgage business, personal loans, and consumer 
cards, the main players in micro banking, as well 
as the winner in the Islamic banking business 
competition. 
The three focus areas would be supported by 
strengthening the organization to provide integrated 
service solutions, improving infrastructure (branches, 
IT, operations, risk management) and strengthening the 
human resources (HR). 
III.2. Element of Bank “X” Corporate Strategy 
Objectives : 
How to maximize corporate value to be the largest 
market capitalization in Indonesia or No. 5 in ASEAN. 
Bank “X” Element of Strategy : 
1. Arena: 
• Existing and Potential Customer 
• Corporate, Institutional, Commercial, Small, 
Micro,  Consumer and Financial Institution 
market segment ( multi  segment) 
• Product and services consists of Deposit, Loan, 
Fee Based,  Treasury, Bancassurance, Wealth 
Management. 
• Core banking IT integrated system support 
banking  operation. 
• Non stop service, 24 hour 7 day one week  
• Service Excellence, awarded by MRI for best 
service  excellence 2007, 2008, 2009, 2010 
• Market area Indonesia and ASEAN. 
2. Vehicle : 
• Traditional Distribution Channel consists of 
Cash Outlet,  Branch, Business Unit Floor. 
• Electronic Distribution Channel, Consists of  
ATM, SMS  Banking, Internet Banking, Mobile 
Banking, EDC. 
3. Differentiator :  
• Dominant Multi Specialist Bank. 
4. Staging : 
• Organic growth (expand business network in 
the country  through Its office networks, branches, 
ATMs and EDCs). 
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• Non organic growth (acquisition new line of 
business like :  Finance company, other Bank for 
niche market, General  Insurance etc.). 
5.Economic Logic : 
• Improving Return on Equity (ROE) to 25% within 
five  years. 
• Increasing Market Share Revenue to 16% in 2014. 
• maintaining loan quality so that the gross NPLs stay 
below  4%. 
• Increasing the volume of high yield loans, so that the 
Net  Interest Margin (NIM) will reach at least 5.4%. 
• Expanding retail transaction banking so that the fee-
based  income in retail will achieve greater than 25% 
growth. 
• Increasing the wholesale transaction services to 
encourage wholesale fee-based income to rise by at 
least 25%, and maintaining the growth of low-cost 
wholesale funds on an ongoing basis. 
III.3. Value Chain Analysis  
Porter’s Value Chain Analysis (As stated in Gamble 
& Thompson; 2009) :  
The Value Chain Analysis propose that Bank “X” to 
gain optimum margin should be supported by both 
Primary Activities done by Strategic Business Unit and 
Support Activities done by Corporate Center and Shared 
Service. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 3.1. Value Chain Analysis 
 
III.4. Activity Map 
 
 
 
 
 
 
 
 
Figure 3.2. Activity Map 
 
 This activity map propose each element such as cost 
efficiency, low cost deposit, high yield loan and 
wholesale transaction banking are key factors area to 
reach highest market capitalization 
 
 
 
III.5. Element or Component of Business Model 
In Case of Bank “X” the value creation could show 
differentiation compared to other banks. Value Capture 
are How firm gets rewarded for value it creates, Normal 
model involves product sales and service fees. Bank “X” 
offers unique experience to existing or potential 
customer with universal banking service or service in 
multi segment. Value Creation combined with Value 
Capture can assign Business Model for Bank “X”. 
 
Figure 3.3. Business Model 
 
  
 
III.6. Business Model and Value Proposition Alignment 
 
 
 
 
 
 
 
 
Figure 3.4. Business Model and Value 
PropositionAlignment 
Source : Basic Model from Hamsal, 2010 
 
Value proposition show a product that helps customers 
do more effectively, conveniently & affordably a job 
they’ve been trying to do. Value proposition indicates 
Bank “X” operation in multi segment market as 
dominant multi specialist bank. 
 
III.7. Business Model Needs Analysis 
 
Tabel 3.1. Business Model and Value Proposition 
Alignment 
 
Explanation the table above related with figure 3.5. 
are : 
1. Price; movement from Medium to Low Cost  
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2. Features; movement from Customized to Rich 
Features  
3. Quality; movement from Good to Excellent 
4. Support; movement from Standard to Full Support  
5. Availability; movement from Selective to Mass  
6. Reputation; movement from Respected to 
Prestigious  
III.8. Bank “X” Performance Indicator 
Bank “X” is the largest bank in Indonesia in terms of 
total assets and deposits according to Bank Indonesia 
figures, offering businesses and individuals throughout 
the country a full suite of banking and non-banking 
products and services to address their financial needs. 
As of December 31, 2011, the Bank consolidated total 
assets reached Rp 551.89 trillion, total gross loans 
reached Rp 314.38 trillion and total deposits from 
customers reached Rp 422,25 trillion (Bank Mandiri, 
2011b). 
With 11.991.657 number of deposit accounts, Bank 
“X” operate in a multi segment and various areas 
throughout Indonesia, through a network of outlets 
totaling 1,537 offices and 8,996 ATMs, supported by 
27.907 employees in 2011. 
 
IV. CONCLUSION & RECOMMENDATION 
 
IV.1. Conclusion 
In early 2010, Bank “X” revitalized their vision to be 
Indonesia's Most Admired and Progressive Financial 
Institution by launching the second stage of the 
transformation program, they articulated following 
vision: 
• Bank “X” are committed to building long-term 
relationships based on trust with world-class 
standards of service and innovative financial 
solutions. 
• The Bank seek to promote a culture of performance 
and teamwork which attracts the best personnel 
• The Bank will actively contribute to Indonesia's 
long-term growth by working towards the success 
and growth of the customers. 
In order to support the second stage of our 
transformation program, Bank ”X” are seeking to 
transform the corporate culture. The cultural 
transformation will encourage behaviors, a corporate 
image, and systems designed facilitate the development 
of the Bank employees' talents and skills.  
To Achieve Bank “X” vision to be Indonesia’s most 
admired and progressive Financial Institution, should 
focus on three main areas such as : 
1. Competitive in wholesale transaction segment  
2. Retail deposit segment with unique and superior 
banking service and innovative transaction solution 
3. Top leader in retail finance segment as dominant 
player in consumer finance (housing loans, personal 
loans & credit cards) and micro banking.  
 
 
 
 
 
 
IV.2. Recommendation 
Bank “X” strategy is to accommodate their objective 
how to maximize corporate value to be the largest 
market capitalization in Indonesia or No. 5 in ASEAN.. 
There are several recommendations to solve the issue as 
it already mention in the business model above:  
1. Bank “X” must focus on achieving growth expansion 
of low cost deposit, also has to develop their 
transaction service in wholesale transaction banking. 
2. Focused on High Yield business to generate greater 
profit maximization than before. 
3. Synergies and alliances between Strategic Business 
Unit / segment or Subsidiaries and full supported by 
support services unit. 
4. Diversified business by acquiring new line of 
business or non organic growth in Financial Services 
Industry to strengthen its position as Dominant Multi 
Specialist Bank. 
5. Bank “X” must start focus on ASEAN market 
(Inspired by Kotler, et al., 2007) to expand the 
market due to ASEAN Economic Community and 
Threatening from Other Regional Banks Competitor 
which open their office outside the home country. 
This strategy are : 
- To grab Indonesian customer have business 
operation ASEAN countries. 
- To participate as a player in the local markets 
of ASEAN countries by offering products and services 
that Bank “X” have as a dominant multi-specialist bank. 
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